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TREASURY, DEPARTMENT OF
Final regulations relating to the creditability of foreign taxes were recently
issued by the IRS (see the 10/12/83 Fed. Reg., pp. 46373-96). The regulations
set forth the conditions that must be met in order for a levy imposed by a 
foreign country or a possession of the U.S. to qualify as an income, war 
profits, or excess profits tax or a tax in lieu of such a tax otherwise 
generally imposed. The final regulations also relate to the determination 
of the amount of a qualifying foreign tax that is paid or accrued and subject 
to certain limitations, creditable against U.S. income tax liability. The 
regulations are effective for taxable years beginning after 11/14/83. For 
additional information contact Herman Bouma at 202/566-3289.
A solicitation for draft regulations from professional organizations, law and
accounting firms, companies, and interested individuals was recently published
by the Internal Revenue Service (see the 10/12/83 Fed. Reg., pp. 46465-66) . 
Subjects of the solicitation include: amendment of investment recapture 
rules; exemption for industrial development bonds for water facilities; dis­
charge of indebtedness; elective recognition of gain or loss by target cor­
poration; application of "at risk" rules to corporations filing consolidated 
returns; excise tax on transfer of property to foreign persons to avoid the 
federal income tax; and, retailer’s tax on heavy duty trucks, especially 
gross vehicle weight. This notice adds seven regulations projects to those 
published by the IRS on 7/29/83. Comment periods vary according to each 
project. For additional information contact George Bradley at 202/566-3486.
Employment and Income Taxes; Information from Recipients of Gambling Winnings
is the title of final regulations which were recently issued by the Internal 
Revenue Service (see the 10/12/83 Fed. Reg., pp. 46296-97). These final 
regulations differ from the earlier proposed rules in that wagers in different 
wagering pools are not considered identical wagers, even if identical in 
other respects. Thus, according to IRS, if an individual places a bet of 
$10 at the track for a horse to win a race and also places a $10 bet through 
an off-track betting operation for that horse to win the same race, those 
wagers are not aggregated for purposes of sections 3402(g) and 6011, pro­
vided the two operations conduct separate pools. Also, an example has been 
added to indicate clearly that wagers containing different elements, e.g. an 
"exacta" and a "trifecta" are not identical. These regulations generally 
apply to payments of winnings made after 11/14/83. For additional information 
contact John P. MacMaster at 202/566-3294.
SPECIAL: A.A. SOMMER JR. APPOINTED AS CHAIRMAN OF NYSE COMMITTEE
A.A. Sommer Jr., a former member of the AICPA Board of Directors, and a current
member of the Public Oversight Board, has been appointed to a two year term
as chairman of the legal adivsory committee to the New York Stock Exchange's 
board of directors. Mr. Sommer is a former commissioner of the Securities 
and Exchange Commission and is a partner in the f i r m  of Morgan, Lewis & 
Bockius, Washington, D.C.
SPECIAL: WAYS & MEANS CLEARS FRINGE BENEFITS AND LIFE INSURANCE MEASURES
Working in closed session last week, the House Ways and Means Committee approved,
with several minor changes, legislation altering the tax treatment of life
insurance companies and their products (H.R. 4065) . Additionally, the
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committee reported a measure which essentially codifies the current tax 
treatment of non-statutory fringe benefits (H.R. 3525); a technical correc­
tions bill (H.R. 3805); and, a tax law simplification bill (H.R. 3475).
H.R. 4065 is a complete redrafting of the tax rules applying to life insur­
ance companies and their products, and replaces the stopgap rules enacted 
last year and scheduled to expire at the end of 1983. The bill includes an 
income adjustment deduction set at 25 percent of taxable income, and a re­
turn on equity factor generally utilized to adjust the amount of taxes paid 
by mutual life insurance companies set at 17 percent, resulting in a mutual 
company share of the total industry tax burden of 55 percent. Changes made 
by the committee limit the base period to be taken into account in computing 
the so-called ownership differential to 1982. The committee further added 
an amendment allowing for non-deductible contributions to individual retire­
ment accounts up to $1,750. The amendment, which would take effect in 1984, 
essentially follows the rules included in the bill governing tax deferred 
annuities. In consideration of the fringe benefits legislation, the committee 
left intact the version reported out of the Select Revenue Measures Subcom­
mittee. However, an amendment was added relating to the line-of-business 
test for providing tax-free employee discounts.
SPECIAL: U.S., FRANCE SIGN PROTOCOL ON WEALTH TAX
A Protocol amending the U.S. income tax treaty with France, affecting the taxation
of interest and the application of the French wealth tax to U.S. citizens
temporarily residing in France, has been signed by representatives of both
countries, with ratification expected soon. Under the Protocol, generally 
interest derived and beneficially owned by a resident of a contracting state 
may be taxed only by such state. The treaty, as new in effect, provides for 
exemption at source of interest on loans granted by banks and interest derived 
by the other government, but permits a tax of not more than 10 or 12 percent 
at source in other cases. The Protocol expands the exemption at source. The 
Protocol adds a new article on the taxation of capital and provides that the 
French wealth tax shall not apply to assets located outside France and owned 
by a U.S. citizen resident in France as of January 1 of each of the first 
five years of residence in France. That exemption may be claimed again by 
the same individual provided that in the interval he or she has been a non­
resident of France for at least three years. The Protocol also adds a new 
article limiting the benefits of the treaty to residents of France and the 
U.S. and modifies some other provisions of the treaty. A limited number of 
copies of the Protocol are available from the Public Affairs Office, Treasury 
Department, Main Treasury Building, Room 2315, Washington, DC 20220. For 
additional information contact Charles Powers at 202/566-2041.
SPECIAL: TREASURY TASK FORCE ON UNITARY TAXES MEETS - MAKES NO DECISIONS
The task force recently created by President Reagan to develop a policy on state
taxation of corporate global profits met for the first time last week.
No decision was reached on the group's membership nor the issues it will
consider. Treasury Secretary Donald Regan, who chairs the working group, 
invited state officials and corporate executives to the private meeting that 
was intended to discuss the group's composition, the specific tax issues it 
will review, and the ground rules it will follow. So far, only Regan and 
several other federal government officials are formal members of the task 
force. Regan is expected in the next few days to finalize, formally select 
and invite individuals to join the group for its first public session, 
scheduled for 11/1/83. Regan announced that Treasury's new deputy assistant 
Secretary for tax policy, Charles McLure, would be the group's staff director.
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There seems to be a problem in that participants of this initial session 
felt the meeting lacked balance and "was obviously stacked against the 
states," according to one source. Regan stressed he wants all vested interests 
to be represented on the task force, and has taken under advisement a sugges­
tion that representatives from labor, small business, foreign governments, 
and business trade groups, such as the U.S. Chamber of Commerce, should 
participate in the group's proceedings. In addition, the Supreme Court has 
declined to rehear the case upholding California's corporate unitary tax.
SPECIAL: AICPA TO HOLD EIGHTH ANNUAL BANKING CONFERENCE
The Eighth Annual AICPA National Conference on Banking will be held 11/14-15/83 in
Chicago, Illinois. Major topics of the conference will include: current
congressional interests in the banking industry, current developments in 
bank accounting, auditing and taxation, identifying the problem bank and the 
role of the FDIC, planning for mergers and acquisitions; and, current reporting 
and disclosure requirements of the SEC. Among the speakers featured are 
Sen. Jake G a m  (R-UT), Chairman of the Senate Banking Committee, A. Clarence 
Sampson, Chief Accountant of the SEC, A.A. Sommer Jr., Public Oversight Board, 
as well as representatives from Citibank and the FDIC. Recommended CPE credit 
is 15 hours. The cost of the conference is $350. Additional information may 
be obtained by contacting the AICPA's Meetings Department at 212/575-6451.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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